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REPORTOF INDEPENDENTREGISTEREDPUBLICACCOUNTINGFIRM

Tothe Boardof Directors
CapitalInstitutionalServices,Inc.

We haveauditedthe accompanyingstatementof financialconditionof CapitalInstitutionalServices,Inc.(the"Company")as
of December31, 2014. Thisfinancialstatementis theresponsibilityof the Company'smanagement.Our responsibilityis to
expressanopiniononthisfinancialstatementbasedon ouraudit.

We conductedour audit in accordancewith the standardsof the Public CompanyAccountingOversightBoard (United
States). Thosestandardsrequirethat we planand performthe audit to obtain reasonableassuranceaboutwhetherthe
financial statementsare free of material misstatement. An audit also includesexamining,on a test basis, evidence
supportingthe amounts and disclosuresin the financialstatements. An audit also includesassessingthe accounting
principles used and significantestimates made by management,as well as evaluatingthe overallfinancial statement
presentation.Webelievethatour auditprovidesa reasonablebasisforour opinion.

In our opinion,the financialstatementreferred to above presentsfairly, in all material respects,the financialpositionof
CapitalInstitutionalServices,Inc.as of December31, 2014, inconformitywithaccountingprinciplesgenerallyacceptedin
the UnitedStatesofAmerica.

CF& Co.,L.L.P.
Dallas,Texas
February19,2015

www.cfilp.com

8750 N. CentralExpressway 972.387.4300 CPAmericaInternational,in alliancewith CroweHorwathInternational

Suite300 800.834.8586 Member ThelntemationalAccountingGroup
Dallas,TX 75231-6464 972.960.2810 fax WorldServices Group



CAPITALINSTITUTIONALSERVICES,INC.
Statementof FinancialCondition

December31, 2014

ASSETS

Assets

Cash $ 361,241
Cashsegregatedunderfederalregulations 2,020,898
Short-terminvestments 19,454,586
Investments 2,091,865
Receivablesfrombrokersanddealers 290,870
Deferredresearchcosts,net 1,626,813
Fumitureandequipment,atcost,less

accumulateddepreciationof$3,039,135 1,024,837
Otherassets 2,631,177

TotalAssets $ 29.502,287

LIABILITIESANDSHAREHOLDERS'EQUITY

Liabilities
Accountspayableandaccruedliabilities $ 4,432,941
Accruedcommissionsandbonuses 1,418,354
Accruedresearchservices 6,328,030
Accruedstateincometaxes 26,474

TotalLiabilities 12,205,799

Commitmentsandcontingencies

Shareholders'Equity
Votingcommonstock,$0.01parvalue,

1,000,000sharesauthorized,20,842shares
issuedandoutstanding 208

Non-votingcommonstock,$0.01parvalue,
9,000,000sharesauthorized,187,578
sharesissuedandoutstanding 1,876

Additionalpaidincapital 27,355
Retainedeamings 17,267,049

TotalShareholders'Equity 17,296,488

TotalLiabilitiesandShareholders'Equity $ 29,502,287

Theaccompanyingnotesareanintegralpartof thisfinancialstatement.
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CAPITAL INSTlTUTIONALSERVICES,INC.
Notesto FinancialStatement

December31,2014

Note1 - Natureof Operations and Summaryof Significant Accounting Policies

CapitalInstitutionalServices,Inc.(the"Company")isa securitiesbroker/dealerandisa memberfirmoftheNew
YorkStockExchangeandotherprincipalexchanges.TheCompanyexecutesdebt, equity,futures,optionsand
currencytransactionsfor domesticand internationalinvestmentadvisors,moneymanagersand plansponsors
(the"MoneyManagers").The Companytransactsbusinessoutof itsofficesin Dallas,TexasandNewYork,NY.

Useof Estimates

The preparationof this financial statementin conformitywith accountingprinciplesgenerallyacceptedin the
UnitedStatesof America("U.S.GAAP")requiresmanagementto makeestimatesandassumptionsthateffectthe
reportedamountsof assetsand liabilities,and disclosureof assets and liabilitiesat the date of the financial
statement.Actual resultsmaydifferfromtheseestimates.

ResearchCredit

The Companyconductsa portion of its businesswithin the safe harbor of Section 28(e) of the Securities
ExchangeAct of 1934,as amended. In that regard,the Companyexecutesbrokeragetransactionsfromthe
MoneyManagersat a negotiatedcommissionrate. As an incentiveto use the Company'sfacilitiesfor the
executionof such brokeragetransactions,the Companyhas developeda systemto providethird-party research
servicesto MoneyManagersbaseduponthefrequencyof useof itsfacilities.

The amountof third-party researchservicesthat the Companywill fumish to the MoneyManagersis basedon
the amountof commissionsthat the Company receivesor expects to receive for executionof brokerage
transactionsand is measuredby the Companyin termsof ResearchCredit. As the Companyactsas anagentin
thesetransactions,it recordsexpenseson a netbasiswithincommissionrevenueon the statementof income. It
is understoodby the MoneyManagersand the Companythat ResearchCreditis not redeemablein cashand,
when redeemed,may only be used to obtainthird-partyresearchservices throughthe Companyor another
brokerdealer. Accordingly,managementdoesnot considerResearchCredit to be a financialinstrument.The
accumulatedResearchCreditof MoneyManagersis reducedwhentheCompanyprovidesthird-partyresearchat
therequestof suchMoneyManagers.

Amountsrelatingto MoneyManagerswith a positiveResearchCreditbalanceare reflectedin the accompanying
statementof financialconditionas accruedresearchservices. Suchamountsrepresenttheestimatedthird-party
researchservices to be providedto MoneyManagersfrom whomthe Companyhas earnedcommissionsfor
executionof brokeragetransactions. Amounts relatingto MoneyManagerswith a negativeResearchCredit
balanceare reflectedin the accompanyingstatementof financialconditionas deferredresearchcosts. Such
amountsrepresent the amount of research servicespaid on behalf of Money Managersfor which future
commissionsare expectedto be received.

The reserve for uncollectible negative Research Credit balances is determined using a method which
approximatesnet realizablevalue.

CommissionRebate

The Companyprovidesa commissionrebateprogramto PlanSponsorswherebya portionof the commissions
associatedwith tradesexecutedon their behalfare rebatedbackto the plan. Plan Sponsorsmay also make
paymentsto vendorsto offsetcertainplanexpenses.

SecuritiesTransactions

Commissionsearnedon securitiestransactionsare normallyrecordedon a settlementdate basis,generallythe
thirdbusinessdayfollowingthetransactiondate,whichis notmateriallydifferentthan on a trade-date basis.
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CAPITALINSTITUTIONALSERVICES,INC.
Notesto FinancialStatement

December31, 2014

Note1 - Natureof Operations and Summaryof Significant Accounting Policies, continued

FairValueof FinancialInstruments

The carryingamount of cash and short-term investmentsapproximatesfair value due to the short maturityof
thoseinstruments. Investmentsare carriedat fair valuewhich is estimatedbasedon quotedmarketpricesfor
thoseorsimilarinstruments(seeNote5).

FurnitureandEquipment

Furnitureand equipmentare statedat cost anddepreciatedusingthe straight-line methodover the estimated
usefullivesof the assets.

ProprietaryAccountsof IntroducingBrokers

Proprietaryaccountsheldat clearingbrokers("PAIBAssets")are consideredallowableassetsin thecomputation
of netcapitalpursuantto an agreementbetweenthe Companyand its clearingbrokerswhich requires,among
other things,for the clearingbrokersto performa computationof PAIBAssetssimilar to the customerreserve
computationset forthinRule 15c3-3.

CommonStock

The Companyhas votingand non-voting classesof commonstock. Both classesof commonstockare treated
equallywith respectto the declarationandpaymentof dividends,themakingof anydistributioninconnectionwith
the dissolutionandwindingup of the Company,or in any mergeror consolidation. Holdersof votingcommon
stockhavevoting rights at all meetingsof shareholders,whereasholdersof non-voting commonstock haveno
votingrights.

RecentAccountingPronouncement

inMay2014,the FinancialAccountingStandardsBoardissuedAccountingStandardsUpdate("ASU")No.2014-
09, "Revenuefrom Contractswith Customers",which providesguidancefor revenuerecognition. ThisASU's
core principleis that a company will recognizerevenuewhen it transfers promisedgoods or services to
customersinan amountthat reflectsconsiderationto whichthe companyexpectsto be entitledin exchangefor
those goodsor services. ThisASU also requiresadditionaldisclosureaboutthe nature,amount,timingand
uncertaintyof revenueand cash flows arising from customercontracts,including significantjudgmentsand
changesin judgments,andassetsrecognizedfromcostsincurredto obtainor fulfilla contract. ASUNo.2014-09

allowsforeitherfull retrospectiveormodifiedretrospectiveadoption.TheASU willbe effectivecommencingwith
the Company'syear ending December31, 2017. The Companyis currentlyassessingthe potentialimpactof
thisASUon itsfinancialstatements.

Note2 - CashSegregatedUnder FederalRegulations

Cashof $2,020,898has beensegregatedin a specialbankaccountfor the exclusivebenefitof customersunder
Rule15c3-3 of the SecuritiesandExchangeCommission.

Note3· ConcentrationRisk

At varioustimesthroughout2014,theCompanyhadcashbalancesinexcessof federallyinsuredlimitsof at least
$250,000availableto depositorsunderthe FDIC'sgeneraldepositinsurancerules. Depositsheldin noninterest-

bearingtransactionaccountsareaggregatedwithany interest-bearing accountsfor thecombinedtotalcoverage
of at least$250,000.
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CAPITALINSTITUTIONALSERVICES,INC.
Notesto FinancialStatement

December31, 2014

Note4 - Short-TermInvestments

Short-term investmentsconsist primarilyof moneymarket funds which are highly liquid instrumentsreadily
convertibleto knownamountsof cash as well as certificatesof depositwithmaturitiesof less than oneyear. At
December31, 2014, money market funds and certificatesof deposit were $14,637,765and $4,784,546,
respectively.

Note5 - Investments

Thecostandestimatedfair valuesof investmentsecuritiesat December31,2014areas follows:

Gross Gross Estimated
Unrealized Unrealized Fair

Cost Gains Losses Value

U.S.TreasuryNotes $ 500,315 $ -- $ (180) $ 500,135

MutualFunds 1,443,176 148,554 -- 1,591,730

Total $ 1,943,491 $ 148,554 $ (180) $ 2,091,865

Fairvalue is definedas the pricethatwouldbe receivedto sellan assetorpaidto transfera liabilityin an orderly
transactionbetweenmarketparticipantsat the measurementdate;that is,an exit price. The exit priceassumes
the assetor liability is exchangedin an orderlytransaction;it is not a forced liquidationor distressedsale. In
determiningfair value, the Companyuses various methodsincludingmarket, incomeand cost approaches.
Basedon these approaches,theCompanyoftenutilizescertainassumptionsthat marketparticipantswoulduse
pricingthe asset or liability, includingassumptionsabout risk and or the risks inherentin the inputsto the
valuationtechnique. These inputscan be readilyobservable,marketcorroborated,or generallyunobservable
inputs. TheCompanyutilizesvaluationtechniquesthatmaximizethe useof observableinputsandminimizethe
useof unobservableinputs. Thismethodologyprioritizesthe inputsto valuationtechniquesby givingthe highest
priority to readily available unadjustedquoted prices in active markets for identical assets (Level 1
measurements)and the lowestpriorityto unobservableinputs(Level3 measurements)whenmarketpricesare
notreadilyavailableor reliable. Thethree levelsof thehierarchyaredescribedbelow:

• Level1-Valuations basedon quotedprices in active marketsfor identicalassetsor liabilitiesthat the
Companyhasthe abilityto access. Valuationadjustmentsandblockdiscountsare not appliedto Level1
instruments. Sincevaluationsare basedon quoted pricesthat are readily and regularlyavailablein an
activemarket,valuationof theseproductsdoesnotentaila significantdegreeof judgment.

• Level2-Valuations basedonquotedpricesin marketsthatarenotactiveor forwhichall significantinputs
areobservable,directlyor indirectly.

• Level 3-Valuations based on inputs that are unobservableand significantto the overall fair value
measurement.

Changesin valuationtechniquesmayresult in transfersin or out of an investment'sassignedlevel withinthe
hierarchy. Therewere no transfersinto or outof the Level1, 2 or 3 categoriesin the fair value measurement
hierarchyfor the yearendedDecember31,2014.

Investmentsin U.S.TreasuryNotesandMutualFundsare tradedon a nationalexchangeandare statedat the
last reportedsales priceon the day of valuation. The Companyconsidersall such investmentsto be Level1
investments.

At December31,2014,the Companydid notholdanyfinancialliabilitiesmeasuredat fair value.
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CAPITALINSTITUTIONALSERVICES,INC.
Notesto FinancialStatement

December31, 2014

Note6 - -Furniture and Equipment

Thefollowingis asummaryof furnitureandequipmentasof December31,2014:

Estimated
UsefulLife

Furniture,fixturesand leaseholdimprovements 7 years $ 1,306,741
Computerequipment 5 years 1,231,915
Computersoftware 5years 1,525,316

4,063,972

Less- accumulateddepreciation (3,039,135)

Total $ 1,024,837

Note7 - Customer Protection - Reservesand CustodySecurities

TheCompanydoesnot holdfundsor securitiesfor customersand,accordingly,is exemptfromtheprovisionsof
Rule15c3-3 underthe SecuritiesExchangeAct of 1934,pursuantto Paragraph(k)(2)(ii)of suchrule. Rule15c3-
3 providesfor the maintenanceby brokerdealersof basicreserveswith respectto customers'cashandsecurities
andenumeratesstandardsrelatingto thephysicalpossessionof customersecurities.

The Companycarries no customer regulatedcommoditiesfutures accounts; therefore, the computationof
segregatedfunds pursuantto Section4d(2)of theCommodityExchangeAct is notapplicable.

Note8 - incomeTaxes

TheCompanyhas electedS corporationstatusunderthe InternalRevenueCode("lRC")and is not subjectto
federalincometaxes. Profitsor lossesof the Companyare includedin the federal incometax returnsof its
shareholders.The provisionsfor incometax and accruedincometaxespayableincludedin the accompanying
financialstatementsrepresentestimatedstateandlocalincometaxes.

TheCompanyfiles incometax returnsin the U.S.federaljurisdictionand in variousstateand localjurisdictions.
The Company'sfederal incometax retums generallyremainsubject to examinationby the InternalRevenue
Servicefor three yearsfrom the date the returnis due, includingextensions. The Company'sstateand local
incometax returnsaresubjectto examinationbytherespectivestateand localauthoritiesovervariousstatutesof
limitations,most rangingfromthreeto fiveyearsfromthedateof filing.

Note9 - NetCapital Requirements

TheCompanyis subjectto the SecuritiesandExchangeCommissions'UniformNet CapitalRule(Rule15c3-1).
TheCompanyhaselectedto computeminimumnetcapitalundertheAlternativeNet CapitalmethodunderRule
15c3-1(a)(1)(ii),whichrequiresmaintenanceof minimumnetcapitalof the greaterof 2% of aggregatedebititems
or$250,000. At December31, 2014,the Companyhadnet capitalas definedby Rule 15c3-1 of $11,538,347,
whichwas$11,288,347inexcessof therequiredminimumnetcapital.

Capitaldistributionsto shareholderscan be madeundera capitaldistributionpolicyapprovedby theCompany's
Boardof Directors.Periodicdistributionsapprovedby theBoardof Directorsare madeto enableshareholdersto
pay federal income taxes on the Company's profits, among other purposes. Such distributionstotaled
$1,587,842.

DuringJanuary2015,the Companymadecashdistributionsof $349,559to shareholders.
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CAPITALINSTITUTIONALSERVICES,INC.
NotestoFinancialStatement

December31,2014

Note10 - Commitments

The Companyleasesoffice and equipmentunder operatingleaseswith expirationdates throughMay, 2018.
Certainleasesprovidefor renewaloptions.

Futureminimumrentalsat December31,2014areas follows:

YearEnding
December31, Amount

2015 $ 679,441
2016 206,175
2017 21,232
2018 8,847

Total $ 915,695

Note 11 - EmployeeBenefits

The Company adopted an employeesavings plan (the "Plan") effective January 1, 1991, with employer
participationin accordancewith the provisionsof Section401(k)of the IRC. Thevast majorityof theCompany's
employeesare eligible to become participantsin the Plan after three monthsof service. The Plan allows
participantsto make pretaxcontributionsup to 60% of their salary and commissions,not to exceedamounts
allowableunderthe IRC,withthe Companymakingdiscretionarymatchingcontributions.Allamountscontributed
to the Planaredepositedina trust fundwhichis administeredby an independentfinancialinstitution.

In 2004, the Company implementeda DeferredCompensationPlan (the "DCP") for eligible management
employeesto defer a portion of their compensation. The DCP is funded through employeecontributions,
employercontributions,and the Company'smatchingcontributionsup to a specificlimit. Investmentsare made
at the participants'discretion. All assetsassociatedwith the DCPare classifiedas investmentswith therelated
liabilityto deferredcompensation.

At December31, 2014,the Companyhad no obligationto provideother post-retirement benefitsto currentor
formeremployees.

Note 12 - Financial Instruments with Off-Balance SheetRisk

The Companyclears all of its securitiestransactionsthrough a clearing broker on a fully disclosedbasis.
Pursuantto the termsof the agreementbetweenthe Companyand the clearingbroker,the clearingbrokerhas
the right to charge the Companyfor losses that result from a counterparty'sfailure to fulfill its contractual
obligations.

As the rightto chargethe Companyhas no maximumamountandapplies to all tradesexecutedthroughthe
clearingbroker,the Companybelievesthere is no maximumamountassignableto this right. At December31,
2014,theCompanyhas recordedno liabilitieswith regardto theright.

In addition,the Companyhas the right to pursuecollectionor performancefrom the counterpartieswho do not
performundertheircontractualobligations.TheCompanymonitorsthe creditstandingof theclearingbrokerand
all counterpartieswithwhich it conductsbusiness.

Note 13 - SubsequentEvents

In preparingthe accompanyingfinancialstatement,the Companyhas reviewedeventsthat haveoccurredafter
December31, 2014,through February19, 2015, the date the financial statementwas availableto be issued.
Duringthis period,theCompanydid nothaveanymaterialsubsequentevents.
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